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Independent Auditor's Report

To the Honorable Mayor and Members of the City Council:

Report on the Financial Statements

We have audited the accompanying financial statements of the govemmental activities, each
major fund and the aggregate remaining fund information of the City of Rock Rapids, Iowa, as of and
lbr the year ended June 30, 2013, and the related notes to the financial statements, which collectively
comprise the basic financial statements of the City's primary govemment as listed in the table of
contents.

Manasement's Responsibilitv for the Financial Statements

Management is responsible for the preparation and fair presentation of these primary government

financial statements in accordance with the cash basis of accounting described in Note 1. This includes
determining the cash basis of accounling is an acceptable basis for the preparation of the primary
government financial statements in the circumstances. This includes the design, implementation and

maintenance of intemal control relevant to the preparation and fair presentation of financial statements

that are f-ree from material misstatement. whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express opinions on these primary govemment linancial statements based

on our audit. We conducted our audit in accordance with U.S. generally accepted auditing standards and

the standards applicable to financial audits contained in Government Audiling Standards, issued by the

Comptroller General ofthe United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement.

An audit involves perfbrming procedures to obtain audit evidence about the amounts and

disclosures in the financial slatements. The procedures selected depend on the auditor's judgment,

including the assessment of the risks of material misstatement of the financial statements, whether due to

fraud or error. In making those risk assessments, the auditor considers internal control relevant to the

City's preparation and fair presentation of the primary govemment financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing

an opinion on the effectiveness of the City's internal conuol. Accordingly, we express no such opinion.
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness

of significant accounting estimates made by management, as well as evaluating the overall presentation

o1' the primary government 1-rnancial statements.

We believe the audit evidence we have obtained is suffrcient and appropriate to provide a basis

for our audit opinions.

Phone: (712) 472-2549
Fax: (712) 4'12-254O

Email : cpas@denoblepc.com



Opinions

The financial statements referred to above include only the primary govemment of the City of
Rock Rapids, Iow4 which consists of all funds, organizations, institutions, agencies, departments, and
offices that comprise the City's legal entity. The financial statements do not include financial data for
the City's legally separate componsnt units, which accounting principles prepared on the basis of
accounting described in Note I require to be reported with the financial data of the City's primary
government. As a result, the primary government financial statements do not purport to, and do not,
present fairly the cash basis financial position of the reporting entity of the City of Rock Rapids, Iow4
as ofJune 30, 2013, and the respective changes in cash basis financial position for the year then ended in
conformity with the basis of accounting described in Note 1.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective cash basis financial position of the governmental activities, each major fund and the
aggregate rernaining fund information for the primary government of the City of Rock Rapids, Iowa, as

of June 30, 2013, and the respective changes in cash basis financial position for the year then ended in
conformity with the basis of accounting described in Note I .

Basis of Accounting

As described in Note 1, these primary goverrunent financial statements were prepared on the
basis of cash receipts and disbursements, which is a basis of accounting other than U.S. generally
accepted accounting principles. Our opinion is not modified with respect to this matter.

Other Matters

Supplementary and Othe r Information

Our audit was conducted for the purpose of forming opinions on the primary government
financial statements that collectively comprise the City of Rock Rapids' basic financial statements. We
previously audited, in accordance with the standards referred to in the third paragraph of this report, the
primary govemment financial statements for the eight fiscal years ended June 30, 2012 (which are not
presented herein) and expressed unqualified opinions on those primary govsmment financial statements
which were prepared on the basis of cash receipts and disbursements. Siebrecht Spitler & De Noble PC
(Siebrecht Spitler & De Noble PC was formally dissolved and De Noble & Company PC is one of the
two new companies that was formed directly from this dissolution) previously audited, in accordance
with the standards referred to in the third paragraph of this report, the primary govemment financial
statements for the fiscal year ended June 30, 2004 (which are not presented herein) and expressed
unqualified opinions on those primary govemment financial statements which were prepared on the
basis of cash receipts and disbursements. The supplementary information included in Schedules I
through 4 is presented for purposes of additional analysis and is not a required part of the basic primary
government fi nancial statements.

The supplementary information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the basic primary
govemment financial statements. Such information has been subjected to the auditing procedures
applied in the audit of the basic primary govemment financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the basic primary governrnent financial statements or to the basic
primary goverffnent financial statements themselves, and other additional procedrres in accordance
with U.S. generally accepted auditing standards. In our opinion, the supplementary information is fairly
stated in all material respects in relation to the basic primary government financial statements taken as a
whole.



The other information, Management's Discussion and Analysis and the budgetary comparison
information for the primary govemment on pages 5 through 10 and 24 through 26 has not been
subjected to the auditing procedures applied in the audit of the basic primary govemment financial
statements and accordingly, we do not express an opinion or provide any assurance on it.

Other Reoortine Requircd by Govemment Auditine Standards

In accordance .w.tth Government Auditing Standards, we have also issued our report dated April
29, 2014 on our consideration of the City of Rock Rapids' internal control over financial reporting and

on our tests of its compliance with certain provisions of laws, regulations, contracts and grant

agreements and other matters. The purpose of that report is to describe the scope of our testing of
intemal control over financial reporting and compliance and the results of that testing and not to provide
an opinion on intemal control over financial reporting or on compliance. That report is an integral part

of an audit performed in accordance with Government Auditing Standards in considering the City of
Rock Rapids' intemal conhol over financial reporting and compliance.

tuW,f,fi;Mt,W1Pc/

De Noble & Company PC
d/b/a De Noble, Austin & Company PC

Certifi ed Public Accountants

Apnt29,2014



MANAGEMENT'S DISCUSSION ATID ANALYSIS

The City of Rock Rapids provides this Management's Discussion and Analysis of its primary govemment
financial staternents. This narrative overview and analysis of the financial activities is for the hscal year ended
June 30, 2013. We encorrage readers to consider this information in conjunction with the City's primary
government financial statements, which follow.

2OI3 FINANCIAL HIGHLIGHTS

Receipts of the City's govemrnental activities decreased 17.3%o, or $634,431, from fiscal yer 2012 to
fiscal year 2013. Operating grants, contributions and restricted interest increased $165,747; capital grants,
contributions and restricted interest decreased $120,515; local option sales tax decreased $41,820; and
capital loan note proceeds decreased $641,247 .

Disbursements of the City's governmental activities decreased O .6To, or $17 ,773 , in fiscal year 20 I 3 from
fiscal year 2012. Culture and recreation increased $214,671; community and economic development
increased $62,454; debt service and capital projects decreased $30,684 and $101,845, respectively.

The City's total cash basis net position decreased by 4.5Yo, or $140,652, from June 30,2012 to June 30,
2013. This decrease, compared with a $476,006 increase in fiscal year 2012, is due primarily to a
decrease in capital loan note proceeds in the amount o f $641 ,247 from the prior fiscal year and the timing
of when those proceeds were spent (restricted for capital projects decreased from $1,013,593 to
s669.320).

USING THIS ANNUAL R-EPORT

The annual report consists of a series of hnancial staternents and other information as follows:

Management's Discussion and Analysis introduces the basic primary govemment financial
staternents and provides an analytical overview of the City's financial activities.

The Govemment-Wide Financial Statement consists of a Cash Basis Statement of Activities and Net
Position - Primary Government. This statement provides information about the activities of the
City's primary govemment as a whole and presents an overall view ofthe City's finances.

The Fund Financial Statement tells how governmental services were financed in the short term as
well as what remains for future spending. Also, the fund financial statement reports the City's
pnmary government operations in more detail than the government-wide statement by providing
information about the most significant prirnary govemment funds.

Notes to Financial Statements provide additional information essential to a full turderstanding ofthe
data provided in the basic primary govemment financial statements.

Other Information further explains and supports the financial statements with a comparison of the
City's budget for the year.

Supplementary lnformation provides detailed information about the nonmajor govemmental fi.urds of
the City's primary government and the City's indebtedness



Basis of Accounting

The City maintains its financial records on the basis of cash receipts and disbursements and the primary
goverffnent financial statements of the City are prepared on that basis. The cash basis of accounting does not
give effect to accounts receivable, accounts payable and accrued items. Accordingly, the primary government
financial staternents do not present financial position and results of operations of the funds in accordance with
U.S. generally accepted accounting principles. Therefore, when reviewing the financial information and

discussion within this annual report, readers should keep in mind the limitations resulting from the use ofthe cash

basis of accounting.

REPORTING THE CITY'S FINANCIAL ACTIVITIES

Govemment-Wide Financial Statement

One ofthe most important questions asked about the City's finances is, "Is the City as a whole befter off
or worse off as a result of the year's activities?" The Statement of Activities and Net Position - Primary

Govemment reports information which helps answer this question.

The Cash Basis Statement of Activities and Net Position - Primary Government presents the City's
primary govemment net position. Over time, increases or decreases in the City's net position may serve as a

usefi.rl indicator of whether the financial position ofthe City is improving or deteriorating.

The Cash Basis Statement of Activities and Net Position - Primary Govemment consists only of
governmental activities. Business type activities, consisting of electric, water, wastewater and gas, are conducted

by the Rock Rapids Municipal Utilities and reported separately. Business t)?e activities are financed primarily by

user charges. The Rock Rapids Municipal Utilities also maintains a revolving loan fund accounted for as a

govemmental activity (he Utilities received a "Rural Economic Development Grant" to assist with the

establishment of this fund). To obtain the financial information on the Municipal Utilities, please contact the

Municipal Utilities office. A copy of the Municipal Utilities' audit report is available for the public's review.

Govemmental activities include public safety, public works, health and social services, culture and

recreation, community and economic development, general govemment, debt service and capital pdects.
Program receipts; property taxes; tax increment financing; and local option sales taxes finance most of these

activities.

Fund Financia I Statements

The primary governrnent of the City of Rock Rapids uses governmental funds only. Proprietary funds are

used to accognt for business type activities and, as noted above, are conducted by the Rock Rapids Municipal

Utilities, which is reported separately.

Governmental funds account for most of the City's basic services. These focus on how money flows into

and out of those funds, and the balances at year-end that are available for spending. The governmental funds

include: (1) the General Fund; (2) the Special Revenue Funds, such as Road Use Tax, Employee Benefits, Local

Option Sales Tax, Urban Renewal Tax Increment, Revolving Loan and Library Memorial Trust; (3) the Debt

Sirvice Fund; (4) the Capital Projects Fund; and (5) the Permanent Funds, such as Library Endowment and

Cemetery Perpetual Care. The governrnental frrnds primary govemment financial statemelt provides a detailed,

short{erm view of the City's general govemment operations and the basic services it provides. Goverunental

fund information helps determine whether there are more or fewer financial resources that can be spent in the near

future to finance the City's programs.

The required financial statement for govemmental fi.rnds is a Statement ofCash Receipts, Disbursements

and Changes in Cash Balances - Primary Govemment.



GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net position may serve over time as a useful indicator of financial position. Over the past year, the City's
cash balance for primary govemment governmental activities decreased from $3,102,734 to $2,962,082. The
analysis that follows focuses on changes in cash basis net position for govemmental activities.

Changes in Cash Basis Net Position of Govemnental Activities

Year Ending June 30,
2013 2012

Receipts:

Progmm Receipts:

Charges for Service

Operating Grants, Contributions and Restricted Interest

Capital Grants, Contributions and Restricted Interest

General Receipts:

Property And Other City Tax

Tax Increment Financing

Local Option Sales Tax

Capital Loan Note Proceeds

Grants and Contributions Not Restricted

To Specific Purpose

Unrestricled lnvestment Earnings

Rents

Sale of Assets

Total Receipts

Disbursements:

Public Safety

Public Works

Health and Social Services

Culture And Recreation

Community and Economic Development

General Government

Debt Service

Capital Projects

Total Disbursements

Change in Cash Basis Net Position

Cash Basis Net Position Beginning of Year

Cash Basis Na Position End of Year

474 | 19,

517,778

99,130

I,314,184

177,727

245,403

0

l6l,358
8,675

27,158

150

476,808

3s2,031

219,645

1,3t2,328

175,765

,9.1 7) 7,

641,247

1 55 6))

8,762

30,701

0

3,025,701 3,660,132

29s,308

644,923

914

588,182

466,778

202,078

s87,801

380,369

306,675

638,716

l,603

543,510

404,324

188,599

618,485

482,214

3,166,3s3 3,184,126

140,652)

3,102,734

476,006

2,626,728

s 2,962,082 $ 3,102,734



The City's total receipts for govemmental activities this year was $3,025,701, compared to $3,660,132
last year, which is a decrease of $634,431, or 17 .3oh. The decrease in receipts was mainly the result of a decrease

of $641,247 in capital loan note proceeds for financing of a street construction project. The cost of all
govemmental activities this year was $3,166,353, compared to $3,184,126 last year, which is a decrease of
$17,773, or 0.6Y,. The decrease in disbursements during the fiscal year was mainly due to a decrease in capital
projects by $101,845 and partially offset by an increase ofS62,454 in community and economic development.

The amount taxpayers ultimately financed for these govemmental activities was only $2,075,307, because

some ofthe cost was paid by those who directly benefited from the progams ($474,138) or by other governrnents

and organizations that subsidized certain programs with grants, contributions and restricted interest ($616,908).

The City paid for the remaining "public benefrt" portion of govemmental activities with other receipts such as

property taxes, tax increment financing, local option sales tax, general grants and contributions, uffestricted
investment eamings, rents, and sale ofassets.

INDIVIDUAL MAJOR GO\'ERNMENTAL FI,JND ANALYSIS

As the City of Rock Rapids completed the year, its primary government govemmental firnds reported a

combined cash balance of$2,962,082, a decrease of$140,652 from last year's total of$3,102,734. The following
are the major reasons for the changes in fund balances ofthe major funds from the prior year'

o The General Fund cash balance increased by $246,456, from $943,017 to $1,189,473 at June 30, 2013.

This compares to a $151,729 increase in the prior fiscal year. Receipts and other financing sources

increased from the prior fiscal year by $l16,651, due mainly to increases of $86,143 in competitive gant
funding from Lyon County Riverboat Foundation and $76,465 in IDOT grant funding for airport

improvements, respectively. These increases were partly offset by a decrease of $20,000 in transfers in
from Local Option Sales Tax. Disbursements and other financing uses increased from the prior fiscal

year by $21,924 due to the following: an increase of $39,506 in the culture and recreation function, due

primarily to improvements done at the Forster Cornmunity Center; an increase of $39,169 in the

community and economic development function, due primarily to more businesses taking advantage of
the Storefront Incentive Program; an increase of $13,235 in the general government function due mainly

because ofthe purchase of computer equipment. These increases were partially offset by a decrease of
$58,723 in the public works function due primarily to a decrease in airport improvements from the prior

fiscal year (in order to receive the IDOT $ant noted previously).

o The Special Revenue Road Use Tax Fund cash balance decreased by $29,197, from$375,757 to $346,560

at Jurre 30, 2013. This decrease, compared with a $34,805 increase inthe prior fiscal year, was primarily

the result of the following disbursements during the current fiscal year: expenditures of $41,858 for

contract cleanup of debris resulting from an ice storm and increased costs of $11,972 for purchase of
capital equipment.

o The Library Memorial Trust Fund cash balance increased by $2,040 from $344,172 to $346,212 at June

30, 2013. This compares to a $3,813 increase in the prior fiscal year. Transactions were reasonably

consistent between the fiscal years.

o The Debt Service Fund cash balance decreased by $6,200, from $121,995 to $l 15,795 at June 30, 2013.

This decrease, which compares to a larger decrease of $37,468 during the prior fiscal year, was due

primarily to certain interest costs involved with debt refinancing'

o The Capital Projects Fund cash balance decreased $344,263, from 1,013,593 to $669,330 at June 30,

2013. ihis compares to an increase of $286,195 the prior fiscal year. Receipts and other financing

sources decreased by $732,303 during fiscal year 'i2l'13, due primarily to decreases of$600,000 in bond

proceeds and $117,443 in grant proceeds for trail construction. Disbursements decreased by $101,845

during fiscal year'121'13 mainly due to decreased costs for Urban Renewal projects and partially offset

by increased costs for trail construction.



BI,JDGETARY HIGHLIGHTS

The City amended its portion of the certified budget once during the 2013 fiscal year. Actual receipts
came in $M9,642, or 12.9o/o, below budget for the City only portion of the certified budget. Intergovemmental
receipts came in $148,699, or 23.3oh, below budget, due primarily to having budgeted for possible
intergovernmental receipts for Municipal Housing Agency, a separate legal entity, for which the City always
includes an estimate for possible intergovernmental receipts and related disbursements. Miscellaneous receipts
came in $320,645 or 5l .7%, below budget, due prirnarily to budgeting high for reimbursements and donations.

Disbursements came in $1,233,576, or 28.0o/o, below budget. All functions came in below budget for the
City only podion of the certified budget. Disbursements for public works came in $256,983, or 28.5%, below
budget due, primarily to having budgeted for an intemal non-expenditure transfer and for airport improvements
that were completed during the prior fiscal year. Disbursements for community and economic development came
in $283,474, or 37.8%o, below budget, due primarily to having budgeted for disbursements for the Municipal
Housing Agency, a separ,lte legal entity, for which the City always includes an estirnate for possible
intergovernmental receipts and related disbursements. Disbursernents for capital projects came in $326,631, or
46.2%o, below budget, due mainly because of budgeting for urban ranewal projects that did not materialize. The
net cash change for the fiscal year came in $784,084 higher than budgeted for the City only portion of the
certified budget.

DEBT ADMINISTRATION

At June 30, 2013, the City had $3,385,000 in notes, bonds and other long{erm debt, compared to
$3,850,000 last year, as shown below:

Outstandins Debt at Year-End

TYPE OF DEBT

General Obligation Capital Loan Notes
Grant Anticipation Capital Loan Notes

June 30.
2013 2012

s 3,325,000 $ 3,73s,000
60.000 I15.000

$-3-385.Q08 $.1J50,0!9Total Lons Term Debt

The City Council issued no debt during the 2013 fiscal year.

The Constitution ofthe State of lowa limits the amount of general obligation debt cities can issue to five
percent of the assessed value of all taxable property within the City's corporate limits. The City's outstanding
general obligation debt of $3,325,000 (total debt of $3,385,000 minus grant anticipation notes of $60,000) is
adequately below its constitutional debt limit of S 5.913.972.

More detailed information about the City's longterm debt is presented in Note 4 to the financial statements.

ECONOMIC FACTORS AND NEXT YEAR'S BTJDGETS AND RATES

Many factors were considered by the elected and appointed officials of the City of Rock Rapids when
setting the fiscal year 2014 budget, tax rates and fees that will be charged for the various City activities. Among
these factors are construction activity, taxable retail sales, and long-term objectives.

Building permits for new construction or improvements issued during calendar year 2012 were as
follows: forty-frve permits for residential property, with estimated costs totaling $3,141,380; six permits for



commercial or industrial property, with estirnated costs totaling $118,700; four permits for tax-exempt property,
with estimated costs totaling $515,700.

Taxable retail sales during fiscal year 2012 totaled $28,044,928, which is an increase of $2,078,591, or
8.0%, from the previous year. Rock Rapids presently accounts for 32.8o/o of totals for Lyon County, which is a

decrease from 36.8% during the previous year. This trend toward a decreasing share of county-wide sales may be
partly attributable to the recent opening ofthe Grand Falls Casino & Resort at the northwest comer ofthe county.

Consistent with goals and objectives identified in the City's Community-Wide Strategic Plan, the fiscal year 2014

budget includes a reduction, by two percent from the previous year, in the total tax le\y rate on regular property.
This decrease in property tax rates is offset by a 2.7o/o incrase, to $68,323,318 in regular property taxable
valuation, resulting in a projected net increase of $12,635 in total property tax revenues.

Excluding capital improvements, the fiscal year 2014 budget provides for a decrease in cash of
approxirnately $74,000, which is 2.0% of budgeted non-capital disbursements. However, due to budget surpluses

that have accumulated in recent years, the City is projected to maintain adequate cash reserves.

CONTACTING THE CITY'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors

with a general overview of Rock Rapids' finances and to demonstrate the City's accountability for the money it
receives. Questions about this report or requests for additional financial information should be addressed to:
Jordan Kordahl, City Administrator, 310 South 3d Avenue, Rock Rapids, Iowa 51246.

10
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City of Rock Rrpids

Strtement of Actiyities and Net Position - Crsh Basis
Primrry Government

As of rnd for th€ Year Ended June 30, 2013

Exhibit A

Disbursements

Operating C.ants,
Contributions

Charges for and Restricted

Service lnterest

Prorram ReceiDts

Net (Disbursements)

Receipts and Changes in
Cash Basis Net Position

Governmental
Activities

Capital Crants
Contributions
and Resticted

Interest

FutrctionYProgrsms:
Covernmental Activities:

Public Safety

Public Works
Health and Social Services

Culture and Recreation

Community and Economic Development

Ceneral Govemment
Debt Servica

Capital Projects

Total Covemmental Activities

$ 295,308 200

644,923 262,72'7

9t4 0
588, t 82
466,778
202,078
587,801

t22,661
2'7,948

6,891
53,711

52,230
322,026

0
97,926

5,308
2,633

r6,65?
0
0
0
0

0
65,'701

(226,22t)
(60, r70)

(e14)
(367,595)
(401,175)
(189,879)
(465,756)
(363,597)

(2,07 s,3O7)

380,369 0 0 16,'772

414,138 5t7;178 99.130$ 3,166,353

General Receipts:
Property and Other City Tax Levi€d for:

General Purposes

Employee Benefits

Debt Service
Tax Inqement Financing

Local Option Sales Tax
Grants and Contributions not Restricted to Specific Purpos€

Unrestricted Interest on lnvestrnents

Rgnts

Sale ofCapital Assets

Total General Receipts

Change in Cash Basis Net Position

Cash Basis Net Position Beginning ofYear

Cash Basis Net Position End ofYear

Crsh Brsis Net Assets

Restricted:
Nonexpendable - Library Endowment & Cemetery Perletual Care

Expendable -
Road Use Tax (Streets)

Library Projects

Debt Service

Capital Projects

Other Purposes

Uffestricted

Totrl Cssh Bssis Net Position

See Notes to Financial Statements

630,108
?)4 5tq
4seFJ
t7'
245,403
161,358

8,67 5

2'7,t58
150

1,934,655

(r40,6s2)

3,102,734

_!________?!cw-

$ 74,010

346,560
346,212
tt5,795
669,330
220,702

1,189,4'13

_9______2252!32-

t2



City of Rock Rapids

Statement of Cash Receipts, Disbursements, Nnd Chrnges in Cash Brhnces
Primrry Government

As of snd for th€ Year Ended June 30, 2013

Exhibit B

General
Debt

Service
Capital
Projects

Nonmaj or
Govcmmental

Funds

Special Revenue
Road Library
Use Memorial
Tax Trust Total

628,870
0

1,238
| |,522
1? 55?

,?d qr?

379,372
0

0

0
0
0

5,103
244,907

0

0
385

0
0
0
0

2,3 t8
0

0
0

458,'724 0
0
0
0

6,550
1o,222

0
0
0

224,062
177,727
245,860

U

4,155
0
0

0
22,383

I,31 1,656
't77,727

247,931
| 1,522
54,016

490,061
379,372

53,71I

0
833

0

0

0
53,7 t 1

207.'7 t5 4.072 65 299.555

24,t89 295,308
50,593 644,923

0 914

27t,lt9 0
3t4;138 2'79,592

914 0

533,966
2t3,424
167,597

0

0

0
0
0
0
0

0
0
0
0

0
0

4,350
0
0
0
0

0
0
0

0

0
0

587,801

49,866
,(t t{1

34,481
0
0

588,182
466,'178
202,O'18
587,801
380,369

0
0
0

Receipts:
Property 'fax

Tax Increment Financing
Other City Tax
Licenses and Permits
Use of Moncy and Property
Intergovcmmental
Charges for Service
Special Assessments
Miscellaneous

'l'otal Receipts

Disburs€ments:
Operating:

Public Safety
Public Works
Health and Social Services

Cullure and Recreation
Community and Economic Development
Gengral Covernment

Debt Service
Capital Projects

]-otal Disbursements

Excess (Deliciency) of Receipts
Over (Under) Disbursements

Other Financing Sources (tJses):
Sale ofCapitai Assets
Operating Transfers In
Operating Transf'ers Out

Total Other Financing Sources (Uses)

Net Change in Cash Balances

Cash Balances Beginning of Year
Cash Balances End ofYear

Cash Basis Fund Balances
Nonspendablc - [,ibrary Endowment &

Cemetary Perpetual Care
Restricted for:

Road Use Tax (Streets)
Library Projects
Debt Service
Capital Proj ects
Other Purposes

Committed
Assigned
Unassigned
Total Cash Basis Fund Balances

See Notes to Financial Statements.

(s,552) (29,197) 2,O4O (6,200) (363,se7) 261,704 ( r40,802)

0 380,369

150

25 r,858
0

0

19,334
0

t50
271,192

0

0
0

0

0
0

0

0
0

0
\.192 't 1-192

0

246,456 (29,197)

943,017 375,756

(6,200) (344,263)

121,995 1,013,593

(9,488) ( r 40,652)

304,200 3,102,'132

2,O40

344,1't I

0

0
0
0
0
0

54,008
645,406

0

346,560
0
0
0
0
0
0

0

0

0
346,212

00
00

0 I 15,795
0 0 669,330
000
000
000

74,OlO 74,OtO

0 346,560
0 346,212
0 I t5,795
0 669,330

220,'102 220,'to2
0 54,008
o 645,406

490.059



City of Rock Rapids

Notes to Primary Government Financial Statements

June 30, 2013

(1) Summary of Significant Accounting Policies

The City of Rock Rapids is a political subdivision of the State of Iowa located in Lyon County. It was first
incorporated in 1885 and operates under the Home Rule provisions of the Constitution of Iowa. The City
operates under the Mayor{ouncil form of government with the Mayor and Council Members elected on a non-
partisan basis. The City provides numerous services to citizens including public safety, public works, health
and social services, culture and recreation, community and economic development, and general governnent
services.

A. Reportinq Entity

For financial reporting purposes, the City of Rock Rapids has included all funds, organizations, agencies.

boards, commissions, and authorities of the primary govemment. The City has also considered all
potential component units for which it is financially accountable and other organizations for which the

nature and signifrcance oftheir relationship with the City are such that exclusion would cause the City's
financial statements to be misleading or incomplete. The Govemmental Accounting Standards Board
has set forth criteria to be considered in determining financial accountability. These criteria include

appointing a voting majority of an organization's governing body and (1) the ability of the City to
impose its will on that organization or (2) the potential for the organization to provide specific benefits to
or impose specific financial burdens on the City.

These financial statements present the City of Rock Rapids (the primary govemment). As noted in the

lndependent Auditor's Report, the component units discussed below are not included in the financial

statements. The primary govemment financial statements, because they do not include the fmancial data

of the component units ofthe City ofRock Rapids, do not purport to, and do not present fairly the cash

basis financial position ofthe reporting entity ofthe City ofRock Rapids, Iowa, as of June 30, 2013, and

the changes in cash basis financial position for the year then ended in conformity with the basis of
accounting described here in Note 1.

Componant Units If it were not for the City of Rock Rapids preparing financial statements of the

primary gov€mment only, the Rock Rapids Municipal Utilities and the Rock Rapids Municipal Housing

Agency would be included as part of the City's reporting entity because of the significance of each

organization's operational or financial relationship with the City. The Rock Rapids Municipal Utilities

and the Rock Rapids Municipal Housing Agency would be presented as discretely presented component

units in a separate colurm in the Statement of Activities and Net Position Cash Basis to emphasize that

each is legally ssparate from the City, but are financially accountable to the City, or whose relationships

with the City are such that exclusion would cause the City's financial statements to be misleading or

incomplete.

The Municipal Utilities is govemed by a three-member board appointed by the Mayor and approved by the

City Cogncil and the Municipal Utilities operating budget is approved by the City Council. To obtain

the hnancial information on the Municipal Utilities, please contact the Municipal Utilities' offtce. A
copy of the Municipal Utilities' audit report is available for the public's review. The Rock Rapids

Municipal Housing Agency is govemed by a five-member board appointed by the Mayor and city
Council and the City has the ability to impose its will on the Housing Agency by influencing the

programs, projects, activities and level of services performed/provided by the Housing Agency' To

obtiin financial information on the Housing Agency, please contact the Chamber of
Commerce/Municipal Housing office.
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The City of Rock Rapids received $123,896 from the Rock Rapids Municipal Utilities during the fiscal
year ended June 30, 2013 ($l18,616 is intergovemmental receipts and $5,280 is charges for service). Of
the $118,616 in intergovernrnental receips from the Rock Rapids Municipal Utilities, $97,319 is
donations, $17,395 is reimbursernents for the Utilities share of construction contracts and $3,902 is for
the Utilities share of the residential demolition program. The Rock Rapids Municipal Utilities also
contributed in-kind $12,721 to the City through the Retrofit Street Lighting Project. The City of Rock
Rapids paid the Rock Rapids Municipal Utilities $5,000 for rent and $11,805 for garbage/recycling
billing and collection services. The City of Rock Rapids also pays the Utilities for utility services and
both entities charge each other for any occasional labor and materials provided to each other. The City
ofRock Rapids received $7,877 in intergovemmental receipts (payment in lizu of taxes) from the Rock
Rapids Municipal Housing Agency during the fiscal year ended June 30, 2013. The City ofRock Rapids
did not pay any money to the Rock Rapids Municipal Housing Agency during the fiscal year ended June
30,2013.

Jointlv Govemed Oreanizations - The City also participates in several jointly governed organizations that
provide goods or services to the citizenry ofthe City but do not meet the criteria ofajoint venture since
there is no ongoing financial interest or responsibility by the participating govemments. City olficials
are members of the following boards and commissions: Lyon County Assessor's Conference Board,
Lyon County Joint E911 Service Board, Lyon County Emergency Management Commission, the
Northwest Iowa Area Solid Waste Agency, the Lyon County Economic Development Consortium, the
Northwest Iowa Regional Housing Authority and the Hazardous Material Response Commission
(IIAZMAT). During the fiscal year ended June 30, 2013, the City did not directly contribute any money
to the Assessor, E911, Emergency Management, Economic Development Corsortiunr, the Northwest
Iowa Area Solid Waste Agency, the Northwest Iowa Regional Housing Authority or HAZMAT.

Basis of Presentation

Govemment-Wide Financial Statement - The Cash Basis Statement of Activities and Net Position -
Primary Government (previously referred to as net assets) reports information on all of the nonfiduciary
activities of the City's primary govemment. For the most part, the effect of interfund activity has been
removed from this statement. This financial staternent reports governmental activities which are
supported to a significant extent by tax and intergovernmental revenues.

The Cash Basis Staternent of Activities and Net Position - Primary Govemment presents the City's
primary government nonfiduciary net position. Net position is reported in the following
categones,/components :

Nonexpendable restricted net position is subject to extemally imposed stipulations which
require the cash basis to be maintained permanently by the City, including the City,s
Permanent Funds (the Library Endowment and Cemetery Perpetual Care Funds).

Expendable resticted net position results when constraints placed on the use of cash
balances are either extemally imposed or imposed by law through constitutional
provisions or enabling legislation.

Unrestricted net position consists of cash balances not meeting the definition of the
preceding categories. Unrestricted net position often has constraints on cash balances
imposed by management, which can be removed or modified (General Fund).

The Statement of Activities and Net Position - Primary Government demonstrates the degree to which the
direct disbunements ofa given function are offset by program receipts. Direct disbursements are those
clearly identifiable with a specific function. Program receipts include 1) charges to customers or
applicants who purchase, use or directly benefit from goods, services or privileges provided by a grven
function and 2) grarts, contributions and interest on investments restricted to meeting the operational or
capital requirements ofa particular function. Property tax and other iterns not properly included among
program receipts are repofted instead as general receipts.



Fund Financial Statement - A separate frnancial statement is provided for the primary govemment .A.
govemmental funds. Major individual govemmental frrnds are reported as separate columns in the firnd
financial staternent. All remaining govemmental funds are aggregated and reported as nonmajor
govemmental funds.

The City reports the following major governmental funds:

The General Fund is the general operating firnd of the City. All general tax receipts and other
receipts not allocated by law or contractual agreement to some other fund are accounted for in this
fund. From the fund are paid the general operating disbursements, the fixed charges and the
capital improvernent costs not paid from other funds.

Special Revenue:

The Road Use Tax Fund is used to account for the road use tax allocation from the State

of Iowa to be used for road construction and maintenance.

The Library Mernorial Trusl Fund is used to account for library projects financed by
donations and investment income.

The Debt Service Fund is utilized to account for property tax and other receipts to be used for the
payrnent of interest and principal on the City's general long{erm debt.

The Capital Projects Fund is utilized to account for all resources used in the acquisition and/or

construction of major capital equipment and facilities for the City.

C . Measurement Focus and Basis of Accountins

The City of Rock Rapids maintains its financial records on the basis of cash receipts and disbursements

and the primary govemment fmancial statements of the City are prepared on that basis. The cash basis

of accounting does not give effect to accounts receivable, accounts payable and accrued items

Accordingly, the primary government financial statements do not present financial position and results of
operations ofthe funds in accordance with U.S. generally accepted accounting principles.

Under the tsrms of grant agreements, the City may fund certain programs by a combination of specific

cost-reimbursement grants, categorical block grants and general receipts. Thus, when program

disbursements are paid, there is both restricted and uffestricted cash basis net position available to

finance the program. It is the City's policy to first apply cost-reimbursement grant resources to such

progmms, followed by categorical block grants and thol by general receipts'

When a disbursement in governmental funds can be paid using either restricted or unrestricted resources,

the City's policy is ganerally to first apply the disbursement toward restricted frrnd balance and then to

less-restrictive classifications - committed, assigned and then unassigned fund balances.

D. Governmental Cash Basis Fund Balances

In the governmental fund financial statements, cash basis fund balances are classified as follows:

Nonspendable Amounts which cannot be spent because they are legally or contractually required to be

maintained intact (the City's Permanent Funds).

Restricted - Amounts restricted to specific purposes when constraints placed on the use of the resor.fces

-**ith". 

extemally imposed by creditors, grantors, or state or federal laws or imposed by law through

lo



constitutional provisions or enabling legislation (the City's Special Revenue, Debt Service and Capital
Projects Funds).

Committed - Amounts which can be used only for specific purposes pursuant to constraints formally
imposed by the Council through ordinance or resolution approved prior to year end. Committed amounts
cannot be used for any other purpose unless the Council removes or changes the specified use by taking
the same action it ernployed to commit those amounts (General Fund : Library purposes - $54,008).

Assigned - Amounts the Council intends to use for specific purposes (General Fund: Community Center
Purposes - 556,865, Park Improvement Purposes - S53,814, Fire Department Purposes - 9216,255,
Airport Purposes - $167,040, Lyon County Riverboat Foundation Receipts for Special Projects -
$121,432 and Trees Purposes - S30,000).

Unassiened - All amounts not included in other spendable classifications (portion ofthe General Fund).

E. Budeets and Budgetary Accounting

The budgetary comparison and related disclosures are reported as Other tnformation. During the year
ended June 30,2013, disbursements for the City of Rock Rapids only portion of the budget did not
exceed the amounts budgeted in any firnction.

(2') Cash rnd Pooled Investments

The City's deposits in banks at June 30, 2013 were entirely covered by federal depository insurance or by the
State Sinking Fund in accordance with Chapter 12C of the Code of Iowa. This chapter provides for additional
assessments against the depositories to insure there will be no loss ofpublic funds.

' The City is authorized by statute and its written investrnent policy to invest public firnds in obligations of the
United States govemment, its agencies and instrumentalities; certificates of deposit or other evidences of
deposit at federally insured depository institutions approved by the City Council; prime eligible bankers
acceptances; certain high rated commercial paper; perfected repuchase agreernents; certain registered open-end
rranagement investment companies; certain joint investment trusts; and warrants or improvernent certificates of
a drainage district.

The City had no investments meeting the disclosure requirements of Governmental Accounting Standards Board
Statement No. 3, as amended by Statement No. 40.

(3) Notes Receivable - Revolving Loan Fund

The City established a Revolving Loan Fund for the purpose of lending monies for various economic
development projects at a reasonable rate of interest to promote economic development within the City.

The notes issued are payable over ten years at 3.5% for the first five years and an adjustable rate for the last five
years. The balances as of June 30,2013 are computed as follows:

Balance on June 30, 2012 S 100,700

New Notes Issued 41.000
Payments on Principal (16,373)

'^\ Balance on June 30, 2013 $ 124,827
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The following are the scheduled amounb of notes receivable principal
accounts) coming due for the fiscal years ending:

Jrme 30, 2014
June 30, 2015
June 30, 2016
June 30, 2017
June 30,2018
June 30, 201 9 and After

(net of $0 in allowance for doubtful

15,582
13,801
14,293
14,802
1s,328
51.021

(4)

124.827

Loans are carried as notes receivable until deerned uncollectible. As of June 30,2013, no allowance for doubtful

accounts has been recorded. Due to the primary govemment flnancial statements being prepared on the cash

basis, these notes receivable are not reflected on the City's financial statements.

Notes Payable

Arurual debt service/loan requirements to maturity for general obligation capital loan notes and grant anticipation

caDital loan notes are as follows:

Year
Ended

Jr.rne 30

General

Obligation
Capital Loan

Notes

Grant
Anticipation
Capital Loan

Notes Total

Principal Principal

2014
2015
20t6
2017

2018

2019
2020
2021

2022

zvzt
Total

345,000
390,000

390,000

400,000

410,000

415,000

375,000

200,000

200,000

200,000

102,663
59,395

54,173

4'7,663

40,462

32,010

22,490
13,100

9,100

4,700

60,000
0

0

0

0

0

0

0

0

0

3,330
0

0

0

0

0

0

0

0

0

405,000
390,000

390,000

400,000

410,000

415,000

375,000

200,000

200,000

200,000

105,99:
<q lqs
54,173

47,662
40,463

32,010

22,490
13,100

9,100

4,700

$ 3,32s,000 38s,756 60,000 3,330 3,385,000 389,086

During the fiscal year ended June 30, 2013, the City redeemed principal on general obligation 
-capital 

loan notes

of $110,000, piia $tl:,+O in interest on the long-term debt and paid S2,500 in note fees. The general

obligation 
"upitul 

lo- notes were redeemed through the Debt Service Frmd in the fiscal year ended June 30,

2013.

The grant anticipation capital loan notes are to be repaid from an annual contribution in a rninimum amount of
$55:000 to the City of Rock Rapids from the Trustees of the James W. and Ella B. Forster Charitable Trust.

During the fiscal year ended June 30, 2013, the City redeemed principal of $55,000 and paid 6,355 in interest

on the-grant anticipation capital loan notes and paid $500 in note fees. The grant anticipation capital loan notg-.
were redeerned tbrough the Debt Sewice Fund in the fiscal year ended June 30' 2013'
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.--. (s)

(6)

Due to the primary government financial statements being prepared on the cash basis, these notes payable are not
reflected on the City's financial statements.

Pension and Retirement Benefits

The City contributes to t}le Iowa Public Employees Retfement System (IPERS), which is a cost-sharing
multiple-employer defined benefit pension plan administered by the State of Iowa. IPERS provides retirement
and death benefits which are established by state statute to plan members and beneficiaries. IPERS issues a
publicly available financial report that includes financial statements and required supplementary information.
The report may be obtained by writing to IPERS, P.O. Box 91 17, Des Moines, Iowa, 50306-91 17.

Most regular plan mernbers are required to contribute 5.78Yo of their armual covered salary and the City is
required to contribute 8.670lo of covered salary. Certain employees in special risk occupations and the City
contribute an actuarially determined contribution rate. Contribution requirements are established by state
statute. The City's contributions to IPERS for the years ended June 30,2013,2012 and 201I were $48,349,
$42,964 nd $32,253, respectively, equal to the required contributions for each year.

Other Postemployment Benefits (OPEB)

Plan Descriotion. The City operates a single-employer retiree benefit plan which provides medicaVprescription
drug benefits for employees and retirees and their spouses. There are I I active and 1 retired members
participating in the plan. Retired participants must be age 55 or older at retirernent.

The medicaVprescription drug benefits are provided through a fully-insured plan with Wellmark Blue Cross and
Blue Shield of Iowa. Retirees under age 65 pay the same premium for the medicaVprescription drug benefit
as active employees.

Funding Policy. The contribution requirements of plan members are established and may be amended by the
City. The City currently finances the retiree benefit plan on a pay-as-you-go basis. The most recent active
member monthly premiums for the City and plan members are $537 for single coverage and $1,327 for
family coverage. For the year ended June 30, 2013, the City contributed $90,099 and plan members eligible
for benefits contributed $32,299 to the olan.

Compensated Absences

City employees accumulate a limited amount of eamed but unused vacation and sick leave hours for subsequent
use or for pa)"rnent upon termination, retirement or death. These accumulations are not recognized as
disbunements by the City until used or paid. The City's approximate liability for eamed vacation and sick
leave payable to employe€s at June 30, 2013, primarily relating to the General and Road Use Tax Funds, is as
follows:

Type of Benefit Amount

(7)

Vacation
Sick Leave

Total

$ 50,156
22,324

$ 72,480

All ofan employee's vacation is paid upon retirement, termination or death. If an employee, except a Library
employee, has ten or more years of service with the Cify, 15% of sick leave is paid upon retiremeni,
termination or death. No sick leave is paid upon retirement, termination or death for Library employees. The
amount of sick leave repoded above only includes the sick leave for eligible ernployees that have attained the
ten years or more of senrice requirement.

This liability has been computed based on rates ofpay in effect at June 30, 2013.
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(E) InterfundTransfers

The detail of lnterfrrnd transfers for the year ended June 30, 2013 is as follows:

Transfer to Transfer from Amount

General

General

Special Revenue:
Capital Projects

Total

Special Revenue:
Local Option Sales Tax

Special Revenue:
Urban Renewal Tax Increment

Special Revenue:
Urban Renewal Tax Increment

$ 250,000

1,858

19,334

s 271,192

Transfers generally move resources from the fund statutorily required to collect the resotuces to the fund

statutorily required to disbwse the resources.

(9) Risk Management

The City is exposed to various risks of loss related to torts; theft, damage to and destruction of assets; errors and

omissions; inluries to employees; and natural disasters. These risks are mainly covered by the purchase -
commercial insurance. The City assumes liability for any deductibles and claims in excess of coverag.

limitations. Settled claims from these risks have not exceeded commercial insurance coverage in any of the

past three fiscal years. The City did decrease the limit per occurrence on the following coverage from

$250,000 to $200,000 during the fiscal year ended June 30, 2013: employee threft-blanket (per loss) computer

fraud and funds transfer fraud. Please see "Findings Related to the Primary Govemment Financial Statements:

l3-G" in regards to "hangar keepers coverage" for the airport.

(10) Employee Herlth Insurance Coverage

The City of Rock Rapids provides group health insurance coverage for eligible employees through Wellrnark

Blue iross and Blue Shiild of lowa. The City assumes liability for claims against the insurance deductible of
$250 for the first $500, and covers anlthing over that up to $2,000 under an individual policy. The City covers

$500 for the first $1,000, and covers anything over that up to $4,000 for a family policy. The City's expense

for insurance prerniums and any deductibles paid for health insurance coverage is accounted for in the

appropriate fund.

(1f) IntergovernmentalAgreement

The city has entered into an agreement with the Northwest Iowa Area Solid waste Agency, a political

subdivision created in accordance with Chapter 288 of the Code of Iowa, for disposal of solid waste produced

or generated from within the City. There were no payments made directly to the Northwest Iowa Area Solid

Waste Agency by the City during the fiscal year ended June 30' 2013.

State and federal laws and regulations require the Agency to place a final cover on its landfrll site when it stops

accepting waste and to perform certain maintenance and monitoring functions at the site for thirty years after

20



closure. The closure and post closure costs to the Agency have been estimated at S3,033,042 as of June 30,
2013 and the portion ofthe liability that has been recognized by the Agency as ofJune 30, 2013 is $1,819,825.

The estimated remaining life ofthe landfill is 26 years and the capacity used at June 30, 2013 is approximately
60 percent. The Agency has begun to accumulate resources to fund these costs. As ofJune 30,2013, assets of
$1,608,266 are restricted for these purposes. The Agency has fully demonstrated financial assurance for
closure and post closure care costs as required by Chapter 113 ofthe Iowa Administrative Code. No estimate
has been made as to the possibility ofany future assessments to the City.

(l2t Commitments

In June 2013, the City approved a contract for seal coating in the amount of$53,240. As of June 30, 2013, the
seal coating project was still in process and the entire contract balance was outstanding (see "Subsequent
Events" below).

In April 2013, the City approved a contract for the N. Boone sanitary sewer extension in the amount of $31,038.
As ofJune 30,2013, the N. Boone sanitary sewer extension project was still in process and the entte contract
balance was outstanding (see "Subsequent Events" below).

In April 2013, the City approved a contract for repairs on the carport of Forster Community Center for $7,945.
As of June 30, 2013, the construction was still in process and entire amount was outstanding (see "subsequent
Events" below).

Ir November 2012,Ihe City approved reimbursements to Lyon County in the amount of $173,893, payable in 3
equal annual payments of$57,964 starting in fiscal year 2014, for resurfacing work done on K-52.

^(rr) Subsequent f,vents

In August 2013, the project approved in April 2013 for repairs on the carport of the Forster Community Center
was completed and paid from the Capital Projects Fund. The project ended with a total contract price of
$1 1,265 due to $3,320 in change orders.

In September and October 2013, the City made two payments totaling $56,008 from the Capital Projects Fund for
the completion ofthe seal coating project approved in June 2013. The total costs on this project came in over
the contract amount due to additional work done.

In September 2013, the City approved contracts for asbestos removal and the demolition of an abandoned
downtown commercial building. In November 2013, the asbestos removal was completed and payment was
made from the General Fund for the contracted amount of $9,450. The demolition of the building was
completed in April2014 and paymert ofthe contract price of$40,000 was paid from the General Fund.

In September 2013, the Council approved to contract with the Iowa Economic Development Authority for receipt
ofa 2013 CDBG Community Facilities & Services Award (to be used for the developmant of a new facility for
Rock Rapids Kids Club) in the amount of $600,000. As of the date of the audit, there have not been anv
amounts received by the City under this award.

In October 2013, the Council approved a Tax Increment Financing (TIF) Rebate Program, in which 90 percent of
eligible property tax revenue within the TIF area would be distributed to the property owner for a maximum of
twelve years, with an aggregate maximum of 9120,000.

In November 2013, the City made payments totaling $44,690 from the Capital Projects Fund for the completion
of theN. Boone sanitary sewer extension project approved in April 2013. The total costs on this project came
in over the contract amount due to additional work done.
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Other Information



City of Rock Rapids

Budgetary Comparison Schedule of
Receipts, Disbursements and Changes in Balances -

Budget and Actual (Cash Basis) - All Goyernmental Funds
Primary Government

Other Information

Year Ended June 30. 2013

Goverffnental

Funds

Actual

Budgeted Amounts

Original Final

Final to

Actual

Variance

Receipts:

Property Tax

Tax lncrement Financing

Other City Tax

Licenses and Permits

Use of Money and Property

Intergovemmental

Charges for Service

Special Assessments

Miscellaneous
Total Receipts

Disbursements:

Public Safety

Public Works

Health and Social Services

Culture and Recreation

Community and Economic Development

General Government

Debt Service

Capital Projects

Total Disbursements

Deficiency of Receipts
Under Disbursements

Other Financing Sources, Net

Deficiency of Receipts and Other

Financing Sources Under Disbursements

and Other Financing Uses

Balances Beginning of Year

Balances End of Year

S 1,311,656 1,316,098
177 ,727 183,056
247,931 240,049

490,061 638,760
379,372 326,815
53,7tr 60,000

tt,522
54,016

7,500

82,715

404,010

842,906

I,000

660,897

700,252
t11 ?A I

572,073

1,316,098

183,056

240,049

7,500

82,7r5
638,760

326,815

60,000

4,442)

s,32e)

7 ,882
4,022

28,699)

48,699)
{t s<?

783,934

t50

( 6,28e)
299,s5s AO2W Azo2n ( ZnSq^

s 3.025.551 3.4'75.193 3.475.193 449.64-

s295,308

644,923

9t4
588,182

466,778

202,078

587,801

380,369

404,010

901,906

s,000

765,897
't <n )a)
243,791

622,073

r08,702

256,983

4,086

177,715

283,474

4t,713

34,272

707.000 707.000 326.631

3,166,353 a,121,929 a39,9D 12n,fl6

( 140,802)

150

( 646,736)

0

(e24;736)

0

( 140,6s2)

24

(646,736) (e24,736) 784,084



(Continued)
City of Rock Rapids

Budgetary Comprrison Schedule of
Receipts, Disbursements and Changes in Balances -

Budget and Actual (Cash Basis) - All Governmental Funds
Primary Government

Other Information

Year Ended June 30, 2013

. Note: These figures do not reflect amounts included in the City's legally adopted budget for the Rock Rapids
Municipal Utilities, which is a component unit that was audited separately. The amounts that were removed for
the Rock Rapids Municipal Utilities from the original budget included $4,704,303 in receipts ($4,668,303 in
charges for service and S36,000 in miscellaneous, $4,692,270 in disbursements (business t)?e activities), balance
beginning of year of$5,364,412 and balance end of year of $5,376,445. The amounts that were removed for the
Rock Rapids Municipal Utilities from the final amended budget included $4,704,303 in receipts ($4,668,303 in
charges for service and $36,000 in miscellaneous, $5,567,270 in disbursements (business type activities), balance
beginning of year of $5,462,016 and balance end of year of$4,599,049.

See Accompanying Independent Auditor's Report.
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City of Rock Rapids

Notes to Other Information - Budgetary Reporting

June 30, 2013

The budgetary comparison is presented in accordance with Goverffnental Accounting Standards Board
Statement No. 4l for govemments with significant budg*ary perspective differences resulting from not
being able to present budgetary comparisons for the General Fund and each major Special Revenue Fund.

In accordance with the Code of lowa, the City Council annually adopts a budget on the cash basis following
required public notice and hearing for all firnds except Intemal Service Funds (which there are none) for
the City of Rock Rapids. The City's adopted budget includes the Rock Rapids Municipal Utilities, which
is a legally separate component unit. The annual budget may be amended during the year utilizing similar
statutorily prescribed procedures.

Formal and legal budgetary control is based upon nine major classes of disbursements known as functions,
not by fund. These nine fi.rnctions are: public safety, public works, health and social services, culture and

recreation, community and econornic development, general government, debt service, capital projects, and

business type activities. Function disbursements required to be budgeted include disbursements for the

General Fund, the Special Revenue Funds, the Debt Service Fund, the Capital Projects Fund, the

Permanent Funds and the Enterprise Funds. Although the budget document presents function

disbursernents by fund, the legal level of control is at the aggrcgated function level, not by find. During
the fiscal year, there was one budget amendment on May 28, 2013 (City only portion of the budget:

budgeted receipts did not change, budgeted disbursements increased by $278,000). The budget

amendment is reflected in the final budgeted amounts.

The Budgetary Comparison Schedule of Receipts, Disbusements and Changes in Balances Budget and

Actual (Cash Basis) - All Govemmental Funds - Primary Government does not reflect the amounts

included in the City's budget for the Rock Rapids Municipal Utilities. Please see the Rock Rapids

Mlnicipal Utilities audit report for information conceming budget to actual figures for the Municipal
Utilities.

During the year ended June 30, 2013, disbursements did not exceed the amount budgeted for any function.
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City of Rock Rapids

Supplementary Information
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City of Rock Rapids

Statement of Cash Receipts, Disbursements, and Changes in Cash Balances
Primary Government

As of and for the Year Ended June 30. 2013

Schedule 1

Special Revenue Permanent

Employee Local Option Urban Renewal Revolving

Benefits Sales Tax Tax Increment Loan Fund

Library Cemetery

Endowment Perpetual Care Total

Receipts:

Property Tax

Tax lncrement Financing

Other Ciry Tax

Use of Money and Property

Miscellaneous

Total Receipts

Disbulsements:

Operating:

Public Safety

Public Works

Culture and Recreation

Community and Economic

Development

General Govemment

Total Disbursements

Excess (Deficienc)) of Receipts Over

(Under) Disbursements

Other Financing Uses:

Operating Transfers Out

Net Change in Cash Balances

Cash Balances Beginning ofYear

Cash Balances End ofYear

Cash Basis Fund Balaoces

Nonspendable: Library Endowment

& Cemetary Perpetual Care

Restricted for:

Other Purposes

Total Cash Basis Fund Balances

0 0 224,062

0 0 177,727

0 0 245,860

0 0 4,155

16,973 0 5,410 22,383

s 224,062

0

457

0

0

0

245,403

0

0

0

177,727

0

0

0

0

0

0

4 t55

224,5t9 245,403 177,727 21,128 0 5,410 674,187

0

0

0

0

0

0

0

0

0

0

0

0

0 t64,487 41,000 0

34,481 0 0 0 0 034,1^',
206,9960164,48'741,00000412,4u.,

24.189

50,593

49,866

47,867

0 24,189

0 50,593

0 49,866

0 253,354

t7 5)1

0

245,403 t3,240 ( ts,872) 5,410 261,704

(250,000)(2t,t92)000(27t,r92)

17,523

r05,518

(4,s97) (7,9s2) (te,812) 0 5,410 (9,488)

5t."146 18,153 60,183 2,000 66,600 304,200

0

I

0

47,t49

2,000

0

72,010

0

7 4,0t0

220.702

s 123

See Accompanying Independent Auditor's Report.
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City of Rock Rapids

Independent Auditor's Report on Internal Control
over Financial Reporting and on Compliance and

Other Matters Based on an Audit of Financial
Statements Performed in Accordance with
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111 S. Story Street
Rock Rapids,IA 5 i246
www.denoblepc.com

DE NOBLE,AUSTIN & COMPAIW PC
Certified Public Accountants

MEMBERS
American Institute - Cenihed Public Accounlants

Private Companies Practice Section
Iowa Society - Certified Public Accountants

Independent Auditor's Report on
Internal Control over Financial Renortins and on Comnliance and Other Matters

Based on an Audit of Financial Statements Performed in Accordance with
Government Auditins Standards

To the llonorable Mayor and Members of the City Council:

We have audited in accordance with U.S. generally accepted auditing standards and the standards applicable to

financial audits contained in the Goyernment Auditing Standards issued by the Comptroller General ofthe United States,

the primary government f-rnancial statements of the governmental activities, each major fund and the aggregate

remaining f'und information ofthe City of Rock Rapids, lowa, as ofand for the fiscal year ended June 30, 2013, and the

related notes to financial statements, which collectively comprise the City's basic primary govemment financial

statements, and have issued our report thereon dated April 28,2014. Our report expressed unmodified opinions on the

primary government financial statements which were prepared on o the basis of cash receipts and disbursement, a basis

of accounting other than U.S. generally accepted accounting principles. However, the llnancial statements referred to

above include only the primary government ofthe City of Rock Rapids, Iowa, which consists ofall funds, organizations,

institutions, agencies, departments, and offices that comprise the City's legal entity. The financial statements do not

include financ]al data for the City's legally separate component units. which accounting principles prepared on the basi^
of accounting described in Note I require to be reported with the financial data ofthe City's primary govemment' As a

result, thc primary government tlnancial statements do nol purpo( to, and do not, present fairly the cash basis financial

position ot:the reporting entity o1'the City ofRock Rapids, lowa, as ofJune 30,2013, and the changes in cash basis

hnancial position for the fiscal year then ended in conformity with the basis ofaccounting described in Note l.

lnternal Control Over Financial Reporting

In planning and performing our audit ofthe primary government financial statements, we considered the City of
Rock Rapids' intemal control over financial reporting to determine the audit procedures appropriate in the circumstances

for the purpose of expressing our opinions on the primary government financial statements, but not for the purpose of
e*pressing un opinion on the effectiveness ofthe City of Rock Rapids' internal control. Accordingly, we do not express

an opinion on the effectiveness ofthe City ofRock Rapids' internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph and was

not designed to identif, all deficiencies in intemal control that might be significant deficiencies or material weaknesses

and therifbre, significint deilcrencies or material weaknesses may exist that were not identified. However, as described

in the accompanying Schedule of Findings, we identified certain deficiencies in internal control we consider to be

material weaknesses and other deficiencies we consider to be significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow management or

employees, in the normal course of performing their assigned functions, to prevent or detect and correct misstatements

on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in intemal control such that

there is a reasonable possibility a material misstatement of the City's financial statements will not be prevented. or

detected and corrected on a timely basis. We consider the deficiencies in intemal control described in the accompanyinS
Schedule ofFindings as items l3-A, B, E, F, G and I to be material weaknesses.

Phone : (712) 412-2549
Fax : (712) 472-254O

Email : cpas@denoblepc.com



A significant deficiency is a deficiency or a combination of deficiencies, in intemal control which is less severe
than a material weakness, yet important enough to merit attention by those charged with governance. We consider the
deficiencies described in the accompanying Schedule of Findings as items 13-C, D, and H to be sigrificant deficiencies.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City ofRock Rapids' primary govemment financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, non-compliance with which could have a direct and material effect on the
determination of hnancial statement amounts. However, providing an opinion on compliance with those provisions was
not an objective of our audit and, accordingly, we do not express such an opinion. The results ofour tests disclosed no
instances of non-compliance or other matters that are required to be reported wder Government Auditing Standards.
However, we noted certain immaterial instances of non-compliance or other matters which are described in the
accompanying Schedule of Findings.

Comments involving statutory and other legal matters about the City's operations for the fiscal year ended June
30, 2013 are based exclusively on knowledge obtained from procedures performed during our audit of the primary
government financial staternents ofthe City. Since our audit was based on tests and samples, not all transactions that
might have had an impact on the cornments were necessarily audited. The comments involving statutory and other legal
matters are not intended to constitute legal interpretations ofthose statutes.

City ofRock Rapids' Responses to Findines

The City of Rock Rapids' responses to the findings identified in our audit are described in the accompanying
Schedule of Finds. The City of Rock Rapids' responses were not subjected to the auditing procedures applied in thi
audit ofthe primary govemment financial statements and, accordingly, we express no opinion on them.

Pumose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the result of that testing and not or provide an opinion on the effectiveness of the City's intemal control or on
compliance This report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the City's internal control and compliance. Accordingly, this communication is not suitablJ for any other
purpose.

We would like to acknowledge the many courtesies and assistance extended to us by personnel ofthe City of
Rock Rapids during the course of our audit. Should you have any questions conceming any of the above matters, we
shall be pleased to discuss them with you at your convenience.

""t,Wc"k*ewPc'd,/b/a De Noble, Austin & Company PC
Certifi ed Public Accountants

Apnl 29, 2014
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City of Rock Rapids

Schedule of Findings

Year Ended June 30. 2013

Findinqs Related to the Primarv Government Financial Statements:

INTERNAL CONTROL DEFICIENCIES:

13-A Seeregation of Duties - One important aspect of intemal control is the segregation of duties among

ernployees to prevent an individual ernployee from handling duties which are incompatible. We noted that

the handling ofcash and numerous recordkeeping functions are not entirely separated among ernployees.

Recommendation We realize that with a limited number of office employees, segregation of duties is
difficult. However, the City should review its control procedures to obtain the maximum intemal control
possible under the circumstances. An indepandent person could be used to regularly check paychecks for
accuracy, verifo vacation and sick leave, examine ernployee expense reimbursements, periodically examine

investments, review invoices and review the financial records.

Response - We will continue to investigate the options we have within economic constraints in order to

segregate duties to the extent possible with existing personnel of the City and the Municipal Utilities.

Conclusion - Response accepted. It is important that you continue to attempt to implernent these

recommendations.

l3-B Records of Accounts - The Library Board maintains the accounting records pertaining to the operations ofthc
Library. These transactions are not recorded in complete d*ail in the Clerk's records (only the totals for the

fiscal year are entered in the Clerk's records). Chapter 384.20 of the Code of Iowa states in part that "a city
shall keep accounts which show an accurate and detailed statement ofall public funds collected, received, or

expended for any city purpose."

Recommendation - For better accountability, financial and budgetary control, all financial activity of all City

accounts should be recorded in the Clerk's records'

Response - The financial activity and balances ofthe Library are subjected to annual audit and are handled by

."$*riUt" ittaiuiduals. No inegularities and only minor errors have ever been detected. If the Library Board

hai an individual who is willing and able to provide her services for no additional remuneration, the City

Clerk will continue to review the Library Board's reports that are provided on a monthly basis as a form of
control and enter the fiscal year totals in the Clerk's records.

Conclusion - Response acknowledged- The City of Rock Rapids is aware of our recommendation.
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City of Rock Rapids

Schedule of Findings

Year Ended June 30. 2013

l3-C Capital Assets/Inventorv Records - Complete records for all capital assets (office equipment records have not
been finalized) and inventory should be maintained and kept upto-date. Capital assets are not all marked for
identification purposes.

Recommendation - To facilitate the proper insurance, maintenance and safeguarding of these assets, such
records should be established. A reconciliation of all capital assets and inventory should be taken by an
independent person at least once a year and compared against capital assets/inventory records. Capital assets
should be marked for identification purposes to assist in the existence and accountability functions.

Resoonse - We have completed the records for all areas to date other than office equipment. We will continue
to work on compiling complete records and annually reviewing this list.

Conclusion - ResDonse acceDted.

13-D Off-Site Storaqe of Manual Records - There may be some benefit to having some of the manual records
duplicated and the copies stored at an off-site location.

Recommendation - Sensitive manual records should be evaluated for needed protection and stored at an off-
site location.

Resoonse - We have created copies of computer records and certain manual records that are being stored off-
site. We will continue to evaluate manual records for what may need to be stored off-site.

Conclusion - Response accepted. Please do attempt to continue in evaluating the manual records.

l3-E Job Rotations - Financial personnel's duties are not always rotated for a period oftime each fiscal year.

Recommendation - The City should consider the need for financial personnel (including the Library) to
annually take a minimum amount of vacation time and each person's duties should be done by another
employee when a person is on vacation. The City needs to have individuals who are trained in an employee's
position in order to provide backup support in case of an emergency.

Response - We will continue to work toward being able to rotate duties within economic constraints. We
attempt to minimize any potential problerns in this area through supervisory review ofjob duties.

Conclusion - Response acknowledged. Please aftempt to rotate financial personnel's duties on a regular
basis. Please make sure the Library addresses this also.
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City of Rock Rapids

Schedule of Findings

Yerr Ended June 30. 2013

l3-F Managernent Procedures - Based on findings during the audit, we identified that there appears to be a lack of
oversight by management over developing intemal control, compliance and antifraud procedwes and

monitodng existing procedures that are in place to ensure the procedures are enforced.

Recommendation - City management needs to establish policies and procedures that ensure effective intemal

control, compliance and antifraud procedures are in place and monitored on a regular basis. City management

needs to review any audit findings identified and assess the level of risk associated with each finding and

incorporate this assessed level of risk into its development ofpolicies and procedures.

Response - The City expects to completely resolve several recommendations and will continue to work on the

other comments/recommendations within time constraints.

Conclusion - Response accepted.

l3-G Insurance Policv , The City has received a recommendation from its insurance provider to require

{angarkeepers coverage" in the airport's fixed base operator lease. This is a separate policy that covers the

aircraft that is being serviced or repaired by the lessee, as this is not covered by the general liability policy.

Recommendation - 1he City should consider the need to require an adequate amount of "hangerkeep ^
coverage" in its airport operator lease.

Response - The City will continue to evaluate the necessity to requte "hangarkeepers coverage" in the

airport's fixed base operator lease."

Conclusion Response accepted. Please make sure your City Attomey and insurance agent are rn agreement

that the City has adequate coverage based on the risk the City is willing to accept'

l3-H Accountine Procedures Manual - The City Library does not have an updated accounting procedures manual

for the Library's accounting system.

Recommendation - An updated accounting procedures manual should be prepared, adopted by the Library

Board and implemented for the Library's accounting system.

Resoonse - The Library will work on updating its accounting procedures manual'

Conclusion Responseaccepted.
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City of Rock Rapids

Schedule of Findings

Year Ended June 30, 2013

Airport Fuel Sales Test - We noted that there is no procedures in place for reconciling and reviewing airport
fuel sales, gallons purchased and gallons on hand on a consistent basis.

Recomrnendation - The City should implement procedures to reconcile the credit card sales statements
received from the credit card companies to the deposits made into the bank accounts in order to be sure that
all money is being properly deposited. Additionally, a reconciliation should be performed between the
number of gallons purchased to the number of gallons sold; this reconciliation should be reviewed by the
appropriate level of management for reasonableness.

Respq4!9 - We will analyze the procedures for the airport fuel sales in order to determine a better way to
reconcile the airport fuel sales.

Conclusion - Response accepted.

l3-J Disbursement Procedures -We noted an instance where the City reimbursed an ernployee for a meal at a local
restaurant when the employee did not provide the City with detailed support of what was purchased.

Recommendation All disbursements need to be supported by an actual receipt or invoice that supports the
disbursernent in detail.

Resoonse -We will continue to improve our procedures to ensure proper documentation is received for meal
reimbursements.

Conclusion - Response accepted.

INSTAI\CES OF NON-COMPLIANCE:

No matters were noted.

39



City of Rock Rapids

Schedule of Findings

Year Ended June 30. 2013

Other Findines Related to Reouired Statutorv Reportine:

13-1

I J-Z

I J-J

134

I J-)

13-6

t3-7

13-8

Certified Budeet Disbursements during the year ended June 30, 2013 did not exceed the amount

budgeted for any function.

Ouestionable Disbursements - We noted no disbursements which we believe may not meet the

requirements of public purpose as defined in an Attomey General's opinion dated Apnl 25, 1979.

However, please see "Findings Related to the Financial Statements 13-J" for a possible related comment.

Travel Expense - No disbursernents of City money for travel expenses of spouses of City officials or
employees were noted.

Business Transactions - No business transactions between the City and City olficials or employees were

noted.

Bond Coveraqe - Surety bond coverage of City officials and employees is in accordance with statutory

provisions. The amount of coverage should be reviewed annually to ensure that the coverage is adequate

for current operations.

Citv Council Minutes - No transactions were fotrnd that we believe should have been approved in the

City Council minutes but were not. However, we noted that the City Council had included in its
resolution authorizing interfund transfers, amounts within particular lirnds which were actually being

designated by the City Council for specific purposes, not actually transfsrs between funds.

Recommendation - The City should pass restrictions of funds and interfi.rnd transfers as distinct,

separate resolutions.

Response - We will implanent your recommendation.

Conclusion - Response accepted.

Deposits and Investments - No instances of non-compliance with the deposit and investment provisions

& btrapter 128 and IZC of the code of Iowa and the city's written investment policy were noted.

Urban Ranewal Annual Report - The urban renewal annual report was properly approved and certified to

the Iowa Department of Management on or before December 1 and no exceptions were noted.
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13-9 Sales Tax - Sales tax was being submitted by caiculating sales tax on the total sales, which already
included the tax; therefore, resulting in extra sales tax being paid to the State of lowa. Also, sales tax was
not being collected or remitted on pooi rent.

Recommendation - The City should go back three years and correct these sales tax related errors.

Response - The City has implemented your reconmendation by filing three years of corrected sales tax
retums.

Conclusion - Response accepted.

13-10 Flex Spendins Plan - Per the flex spending plan, once an election is in place for the plan year, an
ernployee cannot change the amount taken out ofhis or her checlg unless a qualiffing event takes place.
The City allowed a violation of the plan by letting an employee change their elected amount without
having a qualifring event take place.

Recommendation - The City should implement procedures to ensure that all benefit plans are being
complied with. The City is risking having the entire plan denied for all participants by not following the
parameters of the plan.

Response- We will implement your recommendation-

Conclusion- Response accepted.
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This audit was performed by:

David De Noble, CPA, Senior Auditor
Carmen Austin, CPA, Senior Auditor
Kayla Reck, Assistant Auditor
Nathan Hoekstra, Assistant Auditor

De Noble & Company PC

d/b/a De Noble, Austin & Company PC
Certifred Public Accountants
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